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INTRODUCTION

We performed a financial-compliance audit of the Legislative Branch, excluding the
Consumer Counsel, for the two fiscal years ended June 30, 1997. The objectives of the
audit were to: (1) determine if the financial schedules present fairly the Legislative
Branch's results of operations in accordance with the State's accounting policies for the
two fiscal years ended June 30, 1997; (2) determine if the Legislative Branch complied
with applicable laws and regulations; and (3) make recommendations for improvement in
the management and internal controls of the Legislative Branch.

We thank the staff of the Legislative Branch for their cooperation and assistance during
our audit.

MISSION AND GENERAL DESCRIPTION OF THE AGENCY:

The mission of the Legislative Branch is to provide a consolidated administrative structure
to support accomplishment of the mission of the Legislature. The mission of the
Legislature is to exercise the legislative power of state government vested in the
Legislature by the Constitution of the Sate of Montana.

The Legislative Branch consist of entities consolidated with the Legislative Council as
provided in 5-2-503, MCA. The principal agents of the consolidated branch are the
Senate and the House of Representatives (which together comprise the Legislature), the
Legislative Services Division, the Legislative Audit Division, and the Legislative Fiscal
Division.

The Senate consists of 50 members representing single-member districts comprised of two
representative districts. Senators are elected for four-year terms with half the members
elected every two years. The Senate serves as an equal partner with the House of
Representatives in the consideration of most matters related to the exercise of the
legislative power of the state. The unique functions of the Senate include confirmation of
gubernatorial appointments and the conduct of trials of impeachment.

The House of Representatives consists of 100 members representing single-member
districts. Representatives are elected to two-year terms. The House of Representatives
serves as an equal partner with the Senate in the consideration of most matters related to
the exercise of the legislative power of the state. The unique functions of the House of
Representatives include the introduction of appropriations measures into the process and
the bringing of impeachment.



INTRODUCTIONS-continued

The mission of the Legislative Services Division is to provide research, reference, legal,
technical, information technology, and administrative support services to the House,
Senate, and other divisions of the Legislative Branch in support of effective and efficient
operation of the Legislative Branch.

The Legislative Services Division was established in 1957 as the Legislative Council. The
name was changed in 1995 as a part of a consolidation of most of the separate agencies of
the Legislative Branch. Principal statutory authority is found in Title 1, chapter 11, and
Title 5, chapters 5 and 11, MCA.

The mission of the Legislative Audit Division is to provide factual and objective
information to the legislative and executive managers of the public trust.

The Legislative Audit Division provides the post audit function for state government.

The Legislative Audit Division was established in 1967 as the Office of the Legislative
Auditor. The function became constitutionally required with the adoption of the 1972
Constitution. Principal statutory authority is found in the Legislative Audit Act (Title 5,
Chapter 13, MCA).

The mission of the Legislative Fiscal Division is to provide the legislature with objective
fiscal information and analysis relevant to Montana public policy and budget
determination.

The Legislative Fiscal Division was established in 1974 as the Office of the Legislative
Fiscal Analyst. The name was changed in 1995 as part of a consolidation of most of the
separate agencies of the Legislative Branch. Principal statutory authority is found in the
Legislative Finance Act (Title 5, Chapter 12, MC).



INTERNAL CONTROL

We have examined the financial schedules of the Legislative Branch, excluding the
Consumer Counsel, for the two fiscal years ended June 30, 1997. We issued our opinion
dated August 14, 1997 on these schedules. As part of our examination, we made a study
and evaluation of the Branch's control system. Our study evaluated the system as required
by government auditing standards for financial compliance audits. We classified the
controls in the following categories:

1. Expenditures/liabilities;

2. Property, plant, and equipment;
3. Payroll; and

4, Revenue/receivables.

Our study included the control categories listed above. We applied alternative audit tests
to property, plant, and equipment as we determined it was more efficient to expand
substantive testing for this area. Through our study, we determined the nature, timing,
and extent of our auditing procedures. We did not evaluate the control system to the
extent necessary to give an opinion on either individual segments or system as a whole.

The management of the Legislative Branch is responsible for establishing and maintaining
a system of accounting control. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related cost of control
procedures. The objectives of a system are to provide management with reasonable
assurance that: (1) assets are safeguarded against loss from unauthorized use or
disposition; (2) transactions are executed in accordance with management's authorization;
and (3) transactions are recorded properly to permit the preparation of financial schedules
in accordance with state accounting policies. Inherent limitations in any system of
controls may cause errors or irregularities to remain undetected. The current system
evaluation should not be used to project to future periods since the procedures may
become inadequate or compliance with them may deteriorate.

The limited purpose of our study described in the first paragraph would not necessarily
disclose all material weaknesses in the system. Accordingly, we do not express an opinion
on the system of controls used by the Legislative Branch.

A material weakness is a condition in which the design or operation of one or more of the
internal control structure elements does not reduce to a relatively low level the risk that
errors and irregularities in amounts that would be material in relation to the financial
statements being examined may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control structure and its operations that we consider to be
material weaknesses as defined above.

This report is intended solely for the use of management and the Legislature and should
not be used for any other purpose. This restriction as to use is not intended to limit the
distribution of the document which, upon presentation to the Legislative Audit
Committee, is a matter of public record.



PRIOR AUDIT RECOMMENDATIONS

The Legislative Branch was last audited for the fiscal year ending June 30, 1994 and 1995,
under contract through the Legislative Auditor. That audit was of six separate agencies.
Three of those agencies had the following recommendation:

We recommend staff be instructed on how the input and deletion forms are to be
completed, and that the PAMS be updated on a timely basis.

CURRENT AUDIT RECOMMENDATION

None

STATE COMPLIANCE

We reviewed compliance with state laws that could have a material impact on the financial
schedules of the Legislative Branch. In our opinion, the Legislative Branch complied with
the state laws and regulations tested. Nothing came to our attention that caused us to
believe untested compliance issues were not in accordance with applicable laws and
regulations.
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The Legislative Audit Committee
Of the Montana State Legislature:

We have audited the financial schedules of the Legislative Branch, excluding the
Consumer Counsel, for each of the two fiscal years ended June 30, 1996 and 1997, as
listed in the table of contents. These financial schedules are the responsibility of the
Branch's management. Our responsibility is to express an opinion on these financial

schedules based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial schedules are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial schedules. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
schedule presentation. We believe that our audit provides a reasonable basis for our

opinion.

As described in Note 1 to the financial schedules, the Legislative Branch was previously
seven separate agencies, six of these agencies have been reorganized into one agency
within the Branch. The Fund Balances, of this new single agency as of July 1, 1995, are a
total of these separate agency fund balances. We concur with the totaling of the fund

balances.

As described in Note 1 to the financial schedules, the Legislative Branch's financial
schedules are prepared in accordance with state accounting policy and are not intended to
be a presentation in conformity with generally accepted accounting principles.

In our opinion, the financial schedules referred to in paragraph one present fairly, in all
material respects, the results of operations and changes in fund balances of the Legislative
Branch, excluding the Consumer Counsel, for each of the two fiscal years ended June 30,
1996 and 1997, in conformity with the basis of accounting described in Note 1.

JAMES J. WOSEPKA, PC
4 y
a/“”/ 4/0357 ri a
Baker, Montana 2 c?PA
August 14, 1997



LEGISLATIVE BRANCH

EXCLUDING THE CONSUMER COUNSEL

SCHEDULE OF CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 1986

Special
General Revenue Pension
Fund Fund Trust Fund

FUND BALANCES: July 1, 19895 ($289,317) $289,786 $0
ADDITIONS

Budgeted Revenues & Transfers-in 9,893 2,850,910

Nonbudgeted Revenues & Transfers-In 5,362 65,136

Prior Year Revenues & Transfers-In Adjustments 3,965

Support from the State of Montana 4,455,089 13,523 $3,008

Direct Entries to Fund Balance {167 50,603
Total Additions 4,463,157 2,984,137 3,098
REDUCTIONS

Budgeted Expenditures &

Transfers-Out 5,040,931 2,057,788 3,720

Prior Year Expenditures &

Tansfers-Out Adjustments {$7,189) 3,271
Total Reductions 5,033,742 2,081,059 3,720
FUND BALANCE: June 30, 1998 ($859,902) _$1,212,864 ($622)

This schedule is prepared from transactions recorded on the Statewide Budgeting and Account-
ing System. Additional information is provided in the notes to the financial schedules on

pages 13-14.



LEGISLATIVE BRANCH

EXCLUDING THE CONSUMER COUNCIL
SCHEDULE OF TOTAL REVENUES, TRANSFERS IN,
OTHER ADDITIONS BY FUND BY CLASS
FOR THE FISCAL YEAR ENDED JUNE 30, 1996

Special
General Revenue
Fund Funds Total
TOTAL REVENUES BY CLASS '
Charge for Services $1,526,380 $1,526,380
Sale of Documents and Merchandise $9,893 $1,369,278 $1,379,171
Miscellaneous $5,362 $5,362
Grants, Contracts, & Donations $24,353 $24,353
Total Revenues $15, 255 $2,920,011 $2,935, 266
Less: Nonbudgeted Revenues $5,362 565,136 $70,498
Prior-Year Revenue Adjustments $3,965 $3,965
Actual Budgeted Revenues $9,893 $2,850,910 $2,860,803
Estimated Revenues $5,000 $2,481,507 $2,486,507
Budgeted Revenues Over (Under) Estimated $4,893 $369,403 $374,296
BUDGETED REVENUES OVER
(UNDER) ESTIMATED BY CLASS :
Charges for Services $109, 736 $109, 736
Sale of Documents & Merchandise $4,893 $269,667 $274,560
Grants, Contracts & Donations ($10,000) ($10,000)
Budgeted Revenues Over (Under) Estimated $4,893 $369,403 $374,296

This schedule is prepared from transactions recorded in the Statewide
Budgeting and Accounting System. Additional information is provided
in the notes to the financial schedules beginning on pages 13-14.

Na



PROGRAM EXPEND./

TRANSFERS-OUT
BY OBJECT

Personal Services

Salaries
Hourly Wages
Other Compen.

Employ. Benefits

Total

Operating Expenses
Other Services
Supply/Materials
Communications

Travel
Rent
Repair/Maint.

Other Expenses

Total

Equipment

& Intangible
Assets
Equipment

Intang. Assets

Total

Total Program

Expenditures/
Transfers-oOut

LEGISLATIVE BRANCH - EXCLUDING THE CONSUMER COUNSEL

SCHEDULE OF TOTAL EXPENDITURES & TRANSFERS-OUT

FOR THE FISCAL YEAR ENDED JUNE 30, 1996

LEGIS. LEGIS. FISCAL
LEGISLATIVE COMMITTEES & SERVICES ENVIRON. WATER LEGISLATURE LEGISLATURE ANALYSIS & AUDIT &

SERVICES ACTIVITIES FEED BILL ANALYSIS POLICY SENATE HOUSE REVIEW EXAMINATION TOTAL
$1,285,513 $21,911 $172,806 $2,910 $1,167 $8,860 $580,971 $1,819,133 $3,893,271
2,329 200 200 2,729
300 800 1,100
306,424 2,185 41,173 252 14,770 17,766 127,801 412,870 923,241
1,594,266 24,096 0 214,279 3,162 16,137 26,826 709,572 2,232,003 4,820,341
924,232 3,737 84,325 11,177 (385) 4 20,571 85,266 1,128,927
56,180 3,599 36 3,381 170 4717 362 12,824 15,124 92,153
90,251 2,805 14,771 6,240 746 250 593 9,645 19;148 144,449
18,015 54,190 9,965 5,592 8,082 6,341 18,843 59,356 180,384
40,364 475 5,546 13,548 35,660 95,593
61,492 406 (640) 1,245 3,013 55,516
65,099 50,101 2,432 3,396 1,640 191 4,793 19,143 146,795
1,245,633 114,907 101,564 40,111 6,123 3,809 1,491 81,469 236,710 1,843,817
393,594 464 1,881 7,970 403,909
27,840 2,614 30,454
421,434 464 1,881 10,584 434,363
$3,261,333 31339,003 $101,564 $254,854 $9,285 $25,946 534,317 $792,922 $2,479,297 $7,098,521
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LEGISLATIVE BRANCH
EXCLUDING THE CONSUMER COUNSEL
SCHEDULE OF CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 1897

Special
General Revenue Pension
Fund Fund Trust Fund

FUND BALANCES: July 1, 1996 ($859,903) _$1,212,864 ($622)
ADDITIONS

Budgeted Revenues & Transfers-in 63,196 1,219,888

Nonbudgeted Revenues & Transfers-in 8,133 66,167

Prior Year Revenues & Transfers-In Adjustments (700)

Support from the State of Montana 8,844,881 15,057 $10,382

Direct Entries to Fund Baiance (23,671)
Total Additions $8,016,210 $1,276,751 $10,382
REDUCTIONS

Budgeted Expenditures &

Transfers-Out 8,584,932 2,101,738 9,760

Prior Year Expenditures &

Tansfers-Out Adjustments ($176,783) 74,998
Total Reductions $8,408,149 $2,176,738 $0,760
FUND BALANCE: June 30, 1697 ($351,842) $312,879 $0

This schedule is prepared from transactions recorded on the Statewide Budgeting and Account-
ing System. Additional information is provided in the notes to the financial schedules on

pages 13-14,

1



LEGISLATIVE BRANCH
EXCLUDING THE CONSUMER COUNCIL
SCHEDULE OF TOTAL REVENUES & TRANSFERS-IN,
FOR THE FISCAL YEAR ENDED JUNE 30, 1997

Special
General Revanue
Eund Eunds Iotal
TOTAL REVENUES BY CLASS
Charge for Services $1,193,933 $1,193,933
Sale of Documents,

Merchandise & Property $63,196 $381,988 : $145,184
Miscellaneous $8,133 $8,133
Grants, Contracts, ,

Donations & Abandonments :

Federal $9,444 9,444
Total Revenues & Transfers-in $71,329 $1285365 ﬁﬁ
Less: Nonbudgeted Revenues &
Transiers-In $8,133 $66,167 $74,300
Prior-Year Revenues &
Transfers-in Adjustments ($700) ($700)
Actual Budgeted Revenues &
Transfers-In $63,196 $1,219,898 $1,283,094
Estimated Revenues & Transfers-in $50,000 $1,387.951 - $1,437,951
Budgeted Revenues & Transiers-in
Over (Under) Estimated $13,196 ($168,053) - (8154 857)
BUDGETED REVENUES & TRANSFERS-IN OVER (UNDER) ESTIMATED BY CLASS
Charges for Services ($223,634) ($223,634)
Sale of Documents,

Donations & Property $13,196 $65,581 $78,777
Miscellaneous
Grants, Contracts,

Donations & Abandonments ($10,000) ($10,000)
Federal :

Budgeted Revenues & Transfers-in _ _
Over (Under) Estimated $13,196 ($168,053) ($154,857)

This schedule is prepared from transactions recorded in the Statewide
Budgeting and Accounting System. Additional information is provided
in the notes 1o the financial schedules beginning on pages 13-14.

11a
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LEGISLATIVE BRANCH
EXCLUDING THE CONSUMER COUNSEL
NOTES TO THE FINANCIAL SCHEDULES

JUNE 30, 1996 AND 1997

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of A .
The Legislative Branch uses the modified accrual basis of accounting, as defined by state
accounting policy, for its Funds. In applying the modified accrual basis, the Legislative

Branch records:

Revenues when it receives cash or when receipts are measurable and available
to pay current period liabilities.

Expenditures for valid obligations when the department incurs the related
liability and it is measurable, with the exception of the cost of employees'
annual and sick leave. State accounting policy requires the Legislative
Branch to record the cost of employees' annual leave and sick leave when
used or paid.

The Legislative Branch uses accrual basis accounting for the Pension Trust Fund. Under
the accrual basis, as defined by state accounting policy, the Legislative Branch records
revenues in the accounting period earned when measurable and records expenses in the
period incurred, when measurable.

Expenditures and expenses may in include: entire budgeted service contracts even though
the Legislative Branch receives the services in a subsequent fiscal year, goods ordered
with a purchase order before fiscal year-end, but not received as of fiscal year-end; and
equipment ordered with a purchase order before fiscal year-end.

Basis of F .
The financial schedule format is in accordance with the policy of the Legislative Audit
Committee. The financial schedules are prepared from the transactions posted to the
‘Statewide Budgeting and Accounting System without adjustment.

Accounts are organized in funds according to state law. The Legislative Branch uses the
following funds:

Govermnmental Funds

General Fund - to account for all financial resources except those required to be
accounted for in another fund.
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Special Revenue Fund - to account for proceeds of specific revenue sources legally
restricted to expenditures for specific purposes.

Fiduciary Funds

Trust and Agency Funds - to account for assets held by the State in a trustee capacity or
as an agent for individuals, private organizations, other governments or other funds. The
Legislative Branch fiduciary fund is a Pension Trust Fund.

2. BRANCH REORGANIZATION

As of July 1, 1995, six agencies; the Senate, the House of Representatives, the Legislative
Council, the Legislative Fiscal Analyst, the Environmental Quality Council and the Office
of the Legislative Auditor; were combined to form the Legislative Branch, excluding the
Consumer Counsel, as provided in 5-2-503, MCA. Consumer Counsel is an independent
agency within the Legislative Branch. The Special Revenue fund balances of three of the
agencies were totaled to present the Special Revenue beginning Fund Balance of the
Legislative Branch as follows:

Office of Legislative Auditor $127,053
Legislative Council 184,315
Environmental Quality Council (1,582)

$289,786

3. GENERAL FUND BALANCE

The General Fund is a statewide fund. Each agency does not have a separate General _
Fund since its only authority is to pay obligations from the statewide General Fund within
its appropriation limits. The beginning and ending fund balances reported on the
accompanying Schedules of Changes in Fund Balances reflect the Legislative Branch's,
excluding the Consumer Counsel, share of the statewide General Fund balance for each of
the two years ended June 30, 1997.
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AGENCY RESPONSE
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Council Senate Members

B.F. "CHRIS"™ CHRISTIAENS
VICE-CHAIRMAN

GARY AKLESTAD

AL BISHOP

DEBBIE BOWMAN SHEA

BRUCE D. CRIPPEN

MIKE HALLIGAN

Executive Director
ROBERT B. PERSON

October 31, 1997

Mr. James J. Wosepka, CPA

P.O. Box 970

Beach ND 58621-0970

RE:

Dear Mr. Wosepka:

Montana Legislative

Services Division

Office of the Executive Director
Room 138 e State Capitol
Helena, Montana 59620-1706
(406) 444-3064
FAX (406) 444-3036

Legisiative Branch Audit Response

Council House Members

LARRY HAL GRINDE
CHAIRMAN

VICKI COCCHIARELLA

WILLIAM “RED” MENAKAN

JOHN A. MERCER

RAY PECK

PAUL SLITER

Scott Seacat, Clayton Schenck, and | have reviewed the draft audit report for the Montana
Legislative Branch submitted with your request for a response. We were pleased with your finding
that the branch had successfully responded to your previous recommendations and that there are
no current recommendations.

It takes the dedication and cooperation of a number of people to make a good audit report possible.
Particular credit goes to Karen Berger, our Legislative Branch Fiscal Manager, and the staff she has
assembled, whose day-to-day attention to the details and dedication to accounting propriety have
been indispensable. It is worth noting that the accounting work required during the reorganization
offered a special challenge and having met that challenge successfully is a particular credit to Karen

and her staff.

We .appreciated once again working with you and valued your professionalism and insights.

Robert B. Person
Executive Director

cc: Clayton Schenck, Legislative Fiscal Analyst
Scott Seacat, Legislative Auditor
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